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| REGULATIONS COMPILER

PUBLIC PROTECTION CABINET
KENTUCKY HORSE RACING COMMISSION
Amended Administrative Regulation

810 KAR 1:011. Parl-mutuel wagering.

RELATES TO: KRS 230.210-230.375, 230,990

STATUTORY AUTHORITY: KRS 230,215, 230.240, 230.260, 230.280, 230.290, 230.300, 230.310,

230.320, 230.361, 230.370

NECESSITY, FUNCTION, AND CONFORMITY: KRS 230.215(2) grants the commission the authority

to regulate conditions under which thoroughbred racing and parl-mutuel wagering thereon shall

be conducted In Kentucky. KRS 230.361(1} requires the authority to_promuigate administrative

regulations goveining and regulating_mutuel wagering on_horse races under the pari-mutuel

system of wagering. Thls adminlstrative regulation establishes the requirements for the operation

of pari-nﬁutuel'wagering under KRS Chapter 230 and 810 KAR, Chapter 1

Sectlon 1, Parl-mutuel system of wagering required. (1) The only wagering permitted on a

live or historical horse race shall be under the pari-mutuel system of wagering. All systems of

wagering other than pari-mutuel shall be prohibited. Any person participating ot attempting to

participate In prohlblted wagering shall be elected and excluded from assoclation grounds.

(2) Wagering conducted in conformity with KRS Chapter 230 and these adminisirative

regulations Is pari-mutuel.
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Section 2. Totalizator or other approved equipment required. (1) Pari-mutuel wagering

on live and historical hotse races shall only be conducted through the use of a totalizator or

other similar mechanical equipment approved by the commission pursuant to KRS 230.361.

The commission shaltnot require any particular make of equipment.

(2) The totalizator or other mechanical equlipment shall be avaltable for testing under the

supervision of the cominisslon upon request té ensure its proper working order,

Section_3. Wagering on_an Hhistorical horse race authorized. (1) Wagering on an

historical horse race Is_hereby authorized and may be gonducted in accordance with KRS

Chapter 230 and these administrative regulations.

(2) Wagerlng oii .an historical horse race shall only be conducted by {a) an association

licensed to conduct a live horse race meet or (b) two or mare associations licensed to-conduct a .

live horse race meet who form a joint venture or otherwise pursuant to an agreement between

them;

(3) Wagering.on an historical horse race shall-only be permitted In a designated area on

the licansad premises of an association licensed to conduct 4 live horse race meeting. Wagering

on historical horse racing shall not be offered in any other location.

(4) An association may conduct wagering on histori¢al horse races of any horse breed

regardless of the type of breed that primarily races in live meets conducted by the association.

An association may conduct wagering on historical races on any days and hours approved by

the commission, and shall not be limited to times during which the assoctation Is conducting a

live horse race meating,

(5) Any wager placed on an historlcal horse race is an exotic wager.




[y

10

11

12

13

14

15

1.6

17

18

19

20

21

(6) Before offering wagerlng on an historical horse race, an association shal_l first obiain

the commlssion’s written approval of all wagers offered as set forth in 810 KAR 1:120,

(7)_All wagering on an historical horse race shall incorporate the following elements:

(a) A patron may only wager on an historical horse race on a terminal approved by the

commission;

{(b) An association shali at all times maintaln at least two terminals offering each type of '

exotic wager ori an historical hotse race;

{c) Once'a patron deposits the wagered aimount in the terminal offering wagering on an

historical horse race, an historical horse race shall be chesen at random;

(d) Prior to the patron making his or her wager selections, the terniinal shall not display

any Information that would allow the patron to identify the historlcal race on whilch he or she s

wagering, including the location of the race, the date 6h which the race was run, the names of

the horses In the race, or the names of the Jockeys that rode thie horses In the race;

(e) The terminal shall make avallable true and accurate past performance information

on the historical horse race to the patron prior to making his or her wager selections. The

information shall be current as of the day the historical horse race was actually run. The

information provided to the patron shall be displayed on the terininal in data or graphical form;

and

(f) After a patron finalizes his or her wager selections, the terminal shall display a video

replay of the race, or a portion thereof, and the official results of the race. The Identity of the

race shall be revealed to the patron after the patron has placed his or her wager.

%,
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Section 4. Payouts only out of pari-mutuel pools: seed pools required. {1){a) A wager on

an historical harse race, less deductions permitted by KRS Chapter 230 or these administrative

regulations, shall be placed in pari-mutuel pools approved by the commission.

{b)_A payouttoa winning patron shall be paid from maney wagered by patrons and

shall not constitute a wager against the association,

{c) A association conducting wagering on an histarical horse race shall not conduct

wagering In such a.manner that patrons are wagerlng against the assoclation, or in such d

manner that the ameunt retained by the assoclation as a commission js dependent upon the

outcome of any particular race orthe success of any patticular wager.

(2} An association shall only pay a winning wager on an historical horse race out of the

applicable pari-mutuel pool and shall not pay a winning wager out of the assoclation’s funds. In

no event shall payiment of a winning wager exceed the amount avallable in the applicable pari-

mutuel pool,

(3] An-assoctatlon offering wagering ofi an historlcal horse race shall operate seed pools

in a manner and methoed approved by the commission. For each wager made, an assoclation

may assign a percentage of the wager to seed.pools. The seed pools shall be maintained and

funded so that the amount availabie at any.given time is syfficlent to ensure that a patron will

be paid the minimum amount required on_a winning wager.

(4) An assoclation shall provide the funding for the Initial seed pool for each type of

exotlc wager. The funding for the initial seed pool shall be non-refundable and In an amount
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sufficlent to ensure that & patron will be paid the minimuin amount requlred on a winning

wager.

Section 5. Location of terminals used for wagering on an historical horse race.

(1} Terminals offering wagering on historical horse races shall_be located within

designated areas which have the prior written approval of the commlission. Designated areas

1
shall be established In such a way as to control access by the general public and prevent entry

by any patron who is under eighteen (18) years of age or is_othérwise not permitted to place

wagers on an historical horse race.

(2) ‘Each association shall be responsible for monitoring pefsons entering and leaving

the des_ign'ated. arcas and shall bye responsible for preventing access to any patron who 1s under

elghteen (18) years of age or Is otherwise not permlitted to nlace wagers on historical horse

races,

(3) Each assoclation shall provide terminals that are accessible to handicapped patrons.

Sectlon_6, Records to be maintained. (1) Each association and each simulcast facility

authorized under KRS 230.380 shall maintain_compléte records of all pari-mutuel wagering

- transactions on live and historical horse races, including the amounts wagered at each hetting '

window, self-service totalizator, moblle pari-mutuel teller, and terminal.

{2) A copy of the wagering records shall be retained and safeguarded for a period of not

less than iwo (2) vears and shall not be destroyed without the prior written permission of the

commission.
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Sectlon 7. Equipment. {1)_The assoclation and the totalizator provider shall install_a

primary and secondary device, which activate the stop betting function of the totalizator

system. The chief state steward, or his or her designheg, shall use the primary device to stop

wagering at the start of the race. In the everit that wagering is not stopped by the primary

" devlce at the start of the race, the totalizator operator shall stop wagering using the secondaty

device. The secondary device shall be Installed in the totalizator room and shall only be used by

the totalizator operator.

(2) If there Is a complete breakdown of the totalizétor ér mechanical equipment during

the wagering on a live horse race, the wagerlng on that race shall be declared closed. If the

totalizator remains capable of computing payouts, the payouts for that race shall be computéd.

based on the amounts wagered prior to the breakdown. If thé totalizator is incapable of

computing payouts, then refunds shall be issued for all amounts wagered on that race.

(3) If there is a_complete breakdown of a terminal offering Wagering on an historlcal

horse race, the assaclation offering the wager shall make a full refund of the patron’s balance on

the terminal at the time of the breakdown.

Section 8. Entries in a live horse race. (1} The chief state steward shall timely advise an

association’s parl-mutuel manager, prior to the beginning of wagering on each race, of the

horses that will compete In the race,

(2} If two (2} or more horses entered for the same live horse race are determined by the

commisslon to have common ties through ownership_or training they may be joined by the

commission as a mutuel entry. The mutuel entry shall become a single betting Interest and a

wager on_one (1) horse in @ mutuel entry shall be a wager on all horses In the same muiuel
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entry. If the number of horses competing in a live horse race exceeds the numbering capacity of

the totalizator, the racing secretary shall assign the highest pari-mutuel numbers to horses so

_ that the highest numbered horse within the numbering capacity of the totalizator together with

horses of higher numbers, shall be grouped in the mutuel field as a single betting interest, anda

wager on one (1) horse In the mutuel field shall be a wager on all horses in the same mutuel

field.

—_

(3) A refund at cost value shall be made to all holdérs of a purchased ticket bearingthe

number of a horse in any race that has heen scratched or withdrawn before the horse has

become a starter, unless the horse Is part of a mutuel entry, and one {1) or more of the entry

starts.

Section 9. Sale of pari-mutuel tickets on live horse races, (1) The_following types of part-

mutuel wagering shall_be permitted on a live horse race_at all licensed- associations and

slmulcast facllltlest

(a) Normal win, place, and show wagers on each race;

(b} Any exotic wager previously approved by the commission; and

{c) Any new exotic wager approved i writing by the commission.

(2) Parl-imutuel tickets on live horse races shall not be sold except by a licensed

association or a simulcast facllity authorized bv KRS 230.380,

(3) Pari-mutuel tickets on a live horse race shall only be sold at regular ticket windows,

self-service totalizator machines, by mobite pari-mutuel tellers with hand-held totalizator devices,

or by any other method approved in writing by the commission prior to belng offered to the

public. Atleast one regular ticket window shall be made accessible to handicapped patrons.
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“(4){a). _Parl-mutuel stored value cards or cash vouchers may be offered by an

association. The dollar amount on the stored value card or cash voucher may be redeemed at

any time at any regular ticket window or used to fund additional wagers.

(b) Cash vouchers shall be valid for one (1} vear after the date of jssuance. Failure to

nresent any cash voucher for redemption within one (1} vear-of issuance shall constitute a waiver

of the right to receive payment thereon,

(5) No pari-mutuel wager shall be made on a race after the totalizator has been locked

for that race;

(6) Any claim by a patron that he or she has been issued a pari-mutuet ticket other than -

that which was requested shall be made before the patron has left the ticket window or before

the mobile teller has Initiated a transaction with another patron. No .claims for Incorrect tickets

will be honored after the totallzator has been locked,

Sectlon_10, Payment on pari-mutuel tickets on live horse races. (1) At the end of each

race. the placing judges shall advise the manager of the pariz-mutuel department by the use of

the totali'zétor equipment or by telephone of the official placement of the horses, and no

payouts shall be made until the receipt of the notice,

(2) Payment of valid pari-mutuel tickets shall be made on the basis of the order of finish as

declared "official" by the stewards. A subsequent change in-the order of finish or award of purse

‘money that may result from a subsequent ruling by the stewards or commission shall not affect

the parl-mituel payout.
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(3) Each association shall deduct from each pari-mutuel pool a comrmission;, not exceeding

the commission provided by KRS 230.3615 The remainder of the pool after the deduction of the

commission shall be the net pool for distribution as payouts to ticket holders,

(4) Payment on valid parl-mutuel tickets shall be made only if presented and surrendered

within one (1) vear following the running of the live horse race on which the wager was made.

Failure to present.any such ticket within one (1) vear shall constitute a waiver of the right to

receive payment thereon

(5) The association shall be responsible for the cofrectness of all payout prices posted as -

nofficial.” If an ertor Is made In posting the payout figures, and ascertained before any tickets are

cashed thereon, the posting error shall be corrected, accompanied by a public address

announcement, and only the corréct amounts shall be used in the payout, irrespective of the

initial error,

(6) A mutllated pari-mutuel ticket that is hot easily Identifiable-as being a valid_ticket

shall net be accepted for payment,

(7)_An_association shall astablish a_written procedure for granting patrons an

opportunity to file a claim on a fost pari-mutuel ticket and provide a copy to the commission.

(8) Prior to posting payouts, the association’s pari-mutuel manager shall .require the

verification of the winnlng runners and prices prior to posting official results.

(9)a) If an error it ade in calculating the payout on a winning wager, resulting in

overpayment, the assoclation shall be responsible for the amount between the correct payout

and the amount pald,
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(b) If the error in calculation results in a payout being too low, the amount between the.

correct payout and the amount paid shall be added to the net pool of the same position in the

followlng race on the same day or, If It is the last race of the day, then it shall be added to the

net pool of the same posltion in _the same race on the followlng day. If an_ertor occurs in

computing the dally double paol, the underpayment shall be added to the dally double pool of

the follewing day,

{c) If an érror occurs éausing underpayment on the last race of the entire racing

meeting, the amount of the underpayment shall be paid to the Kentucky Revenue Cabinet.

Sectlon 11. Minimum wagers.and payouts. (1} The minimum wager to be accepted by any

licensed association on a live horse race shall be ten cents (50.10), The minifium payout on a one

dollar {$1) wager on a live hotse race shall be one dollars and ten cents ($1.10), unless a minus

pool occurs. If a minus pog} occurs, the minimum payout for a one dollar ($1) wager shall be one

dollar and flve cents ($1.05).

{2) The minimum wager to be accepted by any licensed association gn an historical horse

race_shall be ten cents ($0.10). The minimum pavout on any wager shall hot be less thah the

amount wagered.

Section 12. Minors prohibited from wagering. A minor shall net be permitted by apy

licensed association or simulcast facility to purchase or cash a pari-mutuel ticket,

Section 13. Odds and payouts posted. {1} Approximate odds for live horse races, based on

win pool betting for finishing first for each betting Interest, shall be posted on one (1) or more

hoards or television screens within view of the wagering public at intervals of not more than

ninety (90) seconds.

10
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(2) If daily double wagering is conducted on a live horse race, before off-time of the

second daily double_race, the probable payout for_each two dollar (82} daily double wager

combining the winner of the first daily double race with every horse or betting interest in the

second dally double race shall be posted; except that if a dead heat for first in the first daily

double race occurs, or a scheduled starter in the second daily double race Is excused so_as to

cause a consolation daily double pool, then posting of all possible_payouts shali not be

mandatory, hut the association shall make every effort to compute such daily double prices and

advise the public by posting or public address announcement as soon as possible and prior to the

runhing of the second daily double race,

(3) _For wagering on. an histerical horse race, approximate odds or payouts for each

wagerlng pool shall be posted on each terminal for viewing by patrons at intervals of .no more

than ninety {90) seconds, -

Section 14. Betting explanation, (1} Each assoclatlon shall publish in the dally race

program, for each day of live horse racing, a general explanation of parl-mutuel wagering offered

on liye horse races and an éxplanation of each type of betting pool offered. The explanation also

shall be posted in_consplcuous places about the assaclation arounds to adequately inform the

public and shall be submitted to the commission prior to publication for approval.

(2} Each association shall post, In conspicuous places in the designated area, a general

explanation of pari-mutuel wagering offered on historical horse races and an explanation of each

betting poo! offered. The explanation shall be submitted to the cormission for approval prlor to

its posting,

11
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Section 15. Prior approval required for number of live horse races. Each association

desliing to conduct more thian nine (9] live horse races on a single day shall first apply in writing

to the commission and obtain specific anproval of the number of live herse races to be offered on

a single day.

Section 16. Pools dependent upon entries for live horse races. (1) If horses representing

five (5) or fewer bettlng interests qualify to start in a five horse race, the association may prohibit

show wagerlng on that race. If horses representing four (4) or fewer betting interasts qualify to

start in 4 live hotse race, the association may prohibit both place-and show wagering on that race,

(2) If a horse is scratched by the stewards after wagering has commenced or a horse is

prevented from running In a live horse race because of failure of a starting-gate door to open

properly, and the number of ‘actual starters representing different betting interestsis:

(a} Reduced to five (5), the association may cancel show wagering on that race and the

entire show pool shall be refunded upon presentation and surrender of show tickets; or

{b) Reduced to four {4} or fewer, the associdtion may cancel both place and show

wagering on that race and the entire place and show pool shalf be: refunded upon presentation

and surrender of place and show tickets.

Section 17. Emergency Situatlon. If any emergency arlses in connection with_the

operation of the pari-mutuel department not provided for by this administrative regulation, the

pari-mutuel manager.shall take immediate corrective action and shall by the gulckest means

possible notify the chief state steward and render a full report to the cofmission.

12
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Section 18. Severability. In the event that any provision or administrative regulation of

this chapter is found to be invalid, the rernaliiing provisiens of this chapter shall not ba affected

nor diminished thereby.

[RELATES TO: KRS 230.140-230.375,-230.990
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parkmutuelticket shall notbo-seld-after the-totalizator-has-been-locked-ane-an-association-shal
netberesponsiblefor-tieket sales-enterednto-but-not-completed-by-Issuance-of-a-ticket-hefore
the-totallzatorhas-been locked: |

{2} Anyclaim-by-a-persop-that-he-has-been-issued-a-ticket-otherthan-that-which-he
recuesteds shall b made before heleaves the windew-and-before the totalizator s locked:

(S)Wwehaﬂﬂg—a—ﬂekePaﬁdaﬂeHeaWﬂ&m&Hé@wndewraﬁ%en—shalm%e

entitled-to-enterfor-the-issuance-ofan-incerrect Hicket-or-to claim-atefund orpaymentiortickets
di&eaFdédTeHe&tTeFdestFeyedre%latGd-beyQWdenﬁﬁeaﬂem

to-the-association-where-the wager was-made-within-one{1)-year-following-the-running-of the
race-on-which-the-wager-was-toa Heket-within-one-{1}-yearshall

constitutea-walverof thetight-to-recaive paymehtthereon;
posted-on-thednfleldrasults-beard-and-declaredofHel
m%h&erdewﬁmmhﬂpawa%eﬁgmmmmﬁhakmwmﬂ%m-a—wbsequew&bwhe

staward-or-authorityshall-netaffect the par-mutuel-payoff;

—GG}%e—asseelatieHhﬂ#bemspensibleieﬁhe%ﬁeememﬁalkpéyeff—pﬂﬁépestem
board,—and-ascertained—before- diy-tlckets—are_cashed—thereon,—the pesting—error—shall-be
WWW%WWWHMW—W&&W&M

be-used-in-the payoffirrespective of the-nitial-error-on-the-publie-board:
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——%MeHeﬁwﬁngpayeﬁsﬁh&paﬁ—muweLmaﬂageHhau-quF&%e#eﬁm&wW

mw%%lemﬁmﬁm@%-to%wmmmwmwmnd

the—winnem—ve#iedé‘sueh—prsef—shal[—shew—the-ame&nts—fépautheﬁ%—b#eakageraﬁd—payeﬁs;

which-added-together shal-equal-the total-pool—All-pay-slips-shall-be-checked-with-computer
M%uﬁheeﬁe%whﬂnﬁhe&wmwinne%mﬂe%beh%b%&uemﬁimﬂd
M%_Me%al%eﬁ%@%@e&m&%uﬁh%@w[ﬂe@%%lm&d
%H&Gﬁp_i%ﬂlﬁtinHMWg%&d—Mm—ﬁMHmmEhmé
&ubseqﬂenﬂypmveﬁhaﬁh%éwalamanﬂﬁh&peakeweekrm%m@amemeﬁn
ﬁleummwwweﬁﬁth&%ﬁden%alkbeégpeﬂted%n%pemw%%yﬂeﬁseéﬁﬁ%ﬁ
mﬁewmmw%hﬁwammewmemme%m
MGHH%WIWWHM%MQWM&HEMWF

rwﬁnywndﬁpawmm&%h&wbﬁwm#heaggmga&e%%ﬂdmlweﬁéd |
into-the corresponding poelof the nextrace or-races in-an-amotnt-as-ay be-determined-by-the
state steward-and-thepar-mutuel-manager—If-an-error-should-occdr-in—computing-the—daily
double_posl, theunderpayment shall-be-added-to-the-dally-double-pool-of-the-following day:

Querpaymenterand-undemwmen@%ubsequenﬂy—dhewed&pen—meapitulaﬁemaﬁeﬁhe—de&e

' MMWWWWEWmheﬂMeM%e

»—Se%w%B%nﬁWWMhm@h%m&m%mww
M%W&mm&d—bﬁh%%%mmmmeweﬂmugh

‘ewnership-and-arejol Md—hﬁh&%&eﬁ%&hﬁ&ﬂue%@n%ﬁ#ﬁhﬁwe&em@-ﬂ
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11
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13

14

QMH&WHHMWW%HG—M—MWMWM%MMH
ha%ln%he%am&mﬁuekenmeﬁhwumbepeﬁheme&%mpeﬂng#%—me&emeds—me
WWWM%W%FW%W%HEI
mbem%@%em%ha%&high%%emd—hem%n%hwumbeﬁngﬁpaéw—eﬁhe
WWWW%WMM%WMe—m%MW
WWW%W@MHWMMMMW@%H '
hokses-in-the-same-mutuelfleld: |

_——Seetien-lermngeney—Si&mﬁen?ﬁawemergéﬁemlsgﬁn{mmecﬂewith—thﬁ—epemﬁen

Memkw%mﬁmenw'etﬁmim%ﬁdﬂnmmmﬁew%m&ud

'mwgemhﬁkmak&an—mmedmweeﬁ'emnd%ha#w%&wm&%meﬁimamﬁ%e
state steward-andrender a-full-report-to-the autherty] (KSRC Ch, 11, 11.01 to.13; 1Ky.R 904; eff.
5-14-75; Am. 5 Ky.R. 625; eff, 3-7-79; 10 Ky.R. 671; eff. 12-2-83; 14 Ky.R. 620; eff. 11-6-87; 15
Ky.R. 2171; 16 Ky.R. 165; eff. 7-14-89; 18 Ky.R. 2003; eff. 3-3:92; 28 Ky.R. 476; 874; eff, 1012~

2001; TAm eff. 8-9-2007;)
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READ AND APPROVED:

/%vf/w//

Robert M. Beck, Jr., Chairman
Kentucky Horse Racing Commlssm

R%bert L. Vance Secretary
Public Protection Cabinet
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PUBLIC HEARING AND PUBLIC COMMENT PERIOD: A public hear-i_ng on thls administrative
regulation shall be held on September 29, 2010 at 10:00 a.m,, in the clubhouse of The Red Mile,
1200 Red Mtle Rd.; Lexington, Kentu_r_:ky 40504-2652. Individuals interested in being heard at
this -hearing shall notify the Kentucky Horse Racing Cominission in writing by September 22,
2010, five working days prior to the hearing, of their fntent to attend. If no notification of
intent to attend the hearing is received by that date, the hearing may be cancelled, This
hearing Is open to the public. Any person who wishes to be heard will be given an opportunity
to comment on the proposed administrative Eegulation. A transcript of the public hearing will
not he made unless a written request for a transcript Is made. if you do not wish to be heard at
the puEIic hearing; you‘ may submit written comments on the proposed administrative
regulation. Written commeiits shall be accepted until September 30, 2010. Please send
written notification of intent to be heard at the public hea_rlng.or written comments on the

proposed administrative regulation to the contact person below.

CONTACT PERSON:  Timothy A. West
Assistant General Counsel
Kentucky Horse Racing Commission
4063 lron Works Parkway, Building B
Lexington, KY 40511
Phone: {859} 246-2040
FAX: {859) 246-2039
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REGULATORY IMPACT ANALYSIS AND TIERING STATEMENT

Contact Person: Timothy A. West, Assistant General Counsel, Kentucky Horse Racing

Commission
Phone (859) 246-2040

() Provide a brief summary of:

(a) What this administrative regulation does: This regulation establishes the regulatory
framework that applies to all parl-mutuel wagering on live and historical horse races In the
Commonweaith. It authorizes pari-mutuel wagering on historical horse races and requires the
use of seed pools for such wagers. It establishes where, and under what circumstances, pari-
mutuel wagering on five and historical horse races may take place. It places reqlirements on
how winning parl-mutuel wagers shall be paid. It requires associations to maintaln records
regarding all pari-mutuel wagering at thelr facllities and to make them available to the
commission on request. It establishes gﬁ:’de!ine'.s‘ for the equipment used by the association to
offer pari-mutuel wagering and provides requirements for the sale of pari-mutuel tickets. It
establishes minlmum wagers and payouts for pari-mutuel wagers on live and historical horse
races. .

{b) The necessity of this administrative regulation: This regulation Is necessary for the
commission to regulate the Integrity of pari-mutuel wagering in the Cormmonwedalth.

(c) How this administrative regulation conforms to the content of the authorlzing
statutes: KRS 230.215(2) grants the commission the authority to regulate conditions under
which thoroughbred racing and pari-mutuel wagering thereon shall b"é conducted in Kentucky.
KRS 230.361(1) requires the commission to promulgate administrative requlations governing and
regulating mutuel wagering on horse races under the pari-mutuel system of wagering. This
regulation establishes the regulatory framework that applies to all pari-mutuel wagering on live
and historical horse races I the Commonwealth.

(d) How this administrative regulation currently assists or will assist In the effective
administration of the statutes: KAS 230,215(2) grants the commission the authority to regulate

conditions under which thoroughbred racing and pan’—mutuéi wagering thereon shall be

22



coriducted In the Commonwealth, This regulation provides the specific rules for pari-mutuel
wagering on live and historical horse reces in the Commonwealth.

(2) If this is an amendment to an existing administrative regulatlion, provide a brief
suminary of:

_ (a) How the amen dment will change this existing administrative regulation: The existing
regulation required updgting to address certain Innovations In pari-mutuel wagering. This
amendment takes those innovatlons into account and incorporates them into the commission’s
regulatory framework. The amendment also addresses certain Inconsistencies between the
parl-mutuel regulations that govern. thoroughbred, standardbred, and quarter harse/
appaloosa/arabtan racing (810 KAR 1:011, 811 KAR 1. 125, and 811 KAR 2:060 respectively). To
the exterit possible, the amendment brifigs uniformity to the rules governing pari-mutuel
wagering for the vatrious breeds.

{b) The necesslty of the amendment to this admiiiistrative regulation: This amendment
{s necessary to address innovations in the way. pari-mutuel wagering is offered and to bring
unifoermity among pari-mutuel wagering for thoraughbred, standardbred, and quarter horse/
appaloosafarabian racing. The amendment Is also necessary to establish gtidelines governing
pari-mutuel wagering on historical horse races. '

{¢) How the amendment conforms to the content of the authorizing statutes: KRS
230.215(2) grants the commissien the authority to requlate conditions under which horse racing
and pari-mutuel wagering thereon shall be conducted in the Commonwealth. KRS 230.361(1)
requires the cominission {o promu!gate admimstratwe regulations governing and regulating
mutuel wagering on horse races under the pari-mutuel system of wagering. This amendment sets

forth the requirements that apply to all pari-mutuel wagering on live and historical horse races in

the Commonwealth.
(d) How the amendment will assist In the effective administration of the statutes: KRS

230,215(2) grants the commission the authority to requlate conditions under which
thoroughbred racing and parl- muf:ue;r wagering thereon shall be conducted In the
Commonweolth, This amendiment prowdes the specific rules for pari-mutuel wagering on live

and historical horse races In the Commonwealth.
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(3) List the type and number of Individuals, businesses, organizations, or state and local
governments affected by this administrative regulation: This administrative regulation will
affect the eight currently-licensed racing associations in the Commonwealth, any applicant for
the flnal racing assoclation license, the owners and trainers who parncrpate in racing in the
Commonwealth, the jockeys who ride in the Commonwealth, the patrons who place parl-mutuel
wagers on live and historical horse races in the Commonwedlith, and the commission.

(4) Provide an-analysis of how the entities identified in question (3) will be impacted by
either the implementation of this administrative regulation, If new, or by the change, if it is an
amendment, Including:

(a) List the actions that each of the regulated entities identified in quastion (3) will have
to take to comply with this administrative regulation or amendment:  The ficensed racing
associations will be required to follow the procedure outlined In the regulation to offer any
exotic- wager that has not been'-previously approved by the commission. If an gssociation
reguests and is granted peimlssion by the commission to offer pari-mutuel wagering on
historical horse races, then the association will be required to conduct such pari-mutuel
wagering in a designated areq {as defined in 810 KAR 1:001). The associations that offer pari-
mutuel wageting on historical horse races will also be required to enter Into an agreement with
the Horsemen’s Benevolent and Protectlve Association or the Kentucky Thoroughbred Owners
and Breeders Association, Inc. regarding the allocation of the takeout between the association
and the horsemen’and file d memorandum with the commission outlining the terms of ﬂie
dgreement. | '

() In complying with this admilnistrative regulation or amendment, how much will it
cost each of the entities Identified in question (3): If an association requests and receives
permission to offer pari-mutuel wdgering on historical horse races, then the assaciation will
incur costs constructing or renovating a designated area (as defined In 810 KAR 1:001) to house
the terminals. An association will also incur costs purchasing or leasing commission-approved
terminals and hiring additional employees to. staff the designated drea and maintain the

terminals, Any association offering pari-mutuel wagering on historical horse races will also be
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required to reimbu-rse the commission pursuant to KRS 230.240 te cover the commission’s
increased regulatory costs re!dting to compensation of additional personnel and other expenses.

The total increase in the commission’s regulatory costs will be based upon the number of
associations that offer parfumutuei wagering on historlcal horse races and the number of
terminals' at each association, The increased costs will likely Include the addition of new

employees and equipment.
There will be no additional costs to owners, trainers, jockeys, or patrons placing pati-

mutuel wagers.

(c) As a result of compliance, what benefits will accrue to the entities identified in
question (3): The associations will be able to offer increqsed pari-mutuel wagering optfons to
patrons qnd can expect an Increase in on-track attendance and total pari-mutuel handle. The
increased revenue can be used to maintdin and Improve racing association facilities and
supplement purses for live races run at each association. The increased purses will help the
associations to compete with racing associations. in neighboring states that offer expanded
gaming options. _

The owners, trainers, and, jockeys will benefit from Increased purses, ds well as any
improvements to an association’s facilities. "

The patrons will benefit from any Impraovements to an assoclation’s facilities as well as
from increased pari—mutue! wagering options.

(5) Provide an estimate of how much It will cost the administrative body to implement
this administrative regulation:

(a) Initially: See answer to question 4(b).

(b) On a continuing basls: With respect to pari-mutuel wagering on historical horse
races, the commf_ssioﬁ anticipates that the flist year such wagering Is offered will see the
greatest increase in regufatory costs. Thereafter, the commission expects the continuing costs
to be mainly for employee compensation and expenses and equipment maintenance. The
commission will be reimibursed by the assoclations for additional employee compensation and

other expenses pursuant to KRS 230.240.
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(6) What is the source of the funding to be used for the implementation and
enforcement of this administrative regulation: The commission will be reimbursed by the
associations for additional employee compensation and other expenses pursuant to KRS
230.240.

(7) Provide an assessment.of whether an increase in fees or funding will be necessary to
implement this administrative regulat.ionl [f new, or by the change if it is an amendment: The
associations that request and receive permission to offer pari-mutuel wagering on historical
horse races will be required to reimburse the commission for the cost of compensation of
additional employées and other expenses pursuant to KRS 230.240.

~(8) Staté whether or not this administrative regulation established any fees or diréctly or
Indirectly increased any:fees: The associations that request and recelve permission te offer parl-
mutuel wagering on historical horse races will be required to reimburse the commlssion for the

cost-of compensatioti of additional employees and expense§ pursuant to KRS 230.240.
(9) TIERING: Is tiering applied? (Explain why or why not] Tlering is not applied. All

aspects of this regulation will be applied equally to edch association association.
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EISCAL NOTE ON STATE OR LOCAL GOVERNMENT

Regulation No. 810 KAR 1:011 Contact Person: Timothy A. West
(859) 246-2040

1. Does this administrative regulation relate to any program, service, or requlrements of
a state or local government {including cities, counties, fire departments, or school districts)?
Yes X_ No _ _

If yes, complete questions 2-4.

2. What unlts, parts or divisions of state or local government (including cities, counties,
fire departments, ot school districts) wlll be impacted by this administrative regulation? The
Kentucky Horse Racing Commission and the Department of Revenue.

3. Identify each state or federal statute or federal regulation that requires of authorizes
the action taken by the administrative regulation. KitS 230,215, 230.240; 230.260; 230.280;
230,290, 230.300, 230.310, 230.320, 230.361, 230.370.

4. Estimate the effact of this administrative regulation on the expenditures and
revenues of a state or local government agency (including cities; counties, fire departments, or
school districts) for the first full year the administrative regulation s to he in effect. The
commission anticlpates that its régulatory costs will increase based upon the assoclations
offering pari-mutuel wagering on historical horse races. The Increased costs will likely include
the addition of new employeés and equipment, The total Increase will be based upon the
number of assoclations that offer pari-mutuel wagering on historical horse racés and the
number of terminals at edch assoclation. The.assoclations that offer pari-mutuel wagering on
historical horse races will be required to reimburse the commission the costs gssociated with
compensatloi of eiployees and other expenses pursuant to KRS 230.240. The Department of
Revenue may have an Incredse in collection duties, but they are minimal and can be absorbed by

the Department.

(a) How much revenue will this administrative regulation generate for the state or local
government {including clties, counties, fire departments; or school districts) for the first year?
The amount of tax revenue generated s dependent upon the number of terminals the
assoclations install and operate, While that number is unknown at this time, It is estimated that
annual tax revenue will be somewhat less than $1,000 per terminal.

(b) How much revenue will this administrative regulatlon generate for the state or local
government {including cities, -counties, fire departments, or school districts) for subsequent
years? Based upon the experience of Oaklawn Park, the commission anticipates that revenue
will more than double from the first to the second year, and more than triple from the second to

the third year.
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(c) How much will it cost to administer this program for the first year? The increased
regulatory costs of the commission will be based upon the number of assoclations that offer
parl-mutuel wageriig on histotical horse races and the number of terminals installed at each

assacfation.

(d} How much will it cost to administer this program for subsequent years? In
subsequeht years, the commission anticipgtes the costs largely to come from employee
compensation and expenses and equipment maintenance, The commission will be reimbursed
for these costs by the associations.

Note: If specific doltar estimates cannot be determined, provide a brief narrative to explain the -

fiscal impact of the administrative regulation.
Revenues (+/-):

Expenditures (+/-):
Cther Explanation:

28



